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Sluggish Growth With Significant Headwinds

Expectations are for moderate growth in 2013
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Sluggish Growth With Significant Headwinds

- EXpectations are for moderate growth in 2013
- Consumer spending to continue at a moderate pace

Business investment likewise anticipated to be less
robust

- Slowdown in government spending will weigh on growth
In the near term

Improvements in the housing sector set to continue
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- Uncertainty still an impediment to stronger growth
- U.S. policy and regulatory uncertainty
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Sluggish Growth With Significant Headwinds

- EXpectations are for moderate growth in 2013
- Consumer spending to continue at a moderate pace

Business investment likewise anticipated to be less
robust

- Slowdown in government spending will weigh on growth
In the near term

Improvements in the housing sector set to continue

- Uncertainty still an impediment to stronger growth
- U.S. policy and regulatory uncertainty

. Slower growth abroad & weaker outlook for Europe

- Inflation is expected to moderate with longer-term
Inflation expectations remaining stable
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FOMC anticipates moderate increase in growth

Real GDP Growth

*Mean forecast excluding the top and botto
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Source: Federal Reserve/Bureau of Economic
Analysis/Haver Analytics
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Factors contributing to weaker growth

* |mbalances in the housing market
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Factors contributing to weaker growth

* |mbalances in the housing market
 Weaker consumer spending

Real GDP Growth

percent change

*Mean forecast excluding the top and botto
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Factors contributing to

weaker growth

* |mbalances in the housing market

e \Weaker consumer spe
e Sources of uncertainty

nding

Real GDP Growth

percent change

*Mean forecast excluding the top and botto
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Surveys indicate a pick up in activity in recent months

Institute for Supply Management (ISM) Surveys
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Manufacturing improves after softening in 2012

Industrial Production
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Rebound in orders for capital goods

Core Capital Goods Orders & Shipments*
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Jan2013 = $67.9 Bil. Jan2013 = $63.8 Bil.
'm,l (F)EFDREE?:M%EﬁERVE S Source: Census Bureau/Haver Analytics 15

Richmond = Baltimore = Charlotte



Moderate income and consumption growth

Real Personal Income and Real Consumption

percent change, year/year
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Light vehicle sales not yet to pre-recession levels

Light Vehicle Sales

annual rate, millions of units
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Labor market stronger than expected in recent months
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Payroll Employment and Unemployment Rate

percent of labor force

11

10

B R sk

'\
by
ik

A

6
5
4
87 89 91 93 9 97 99 01 03 05 07 09 11 3
= payroll employment (Ihs) — unemployment rate (rhs)
Feb2013 = 236,000 Feb2013 =7.7%

Source: Bureau of Labor Statistics/Haver Analytics

18



Long-term unemployed a significant concern

Unemployed 27 Weeks and Over

percent of total
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Construction sector finally on the upswing

Payroll Employment: Construction Sector
8000 SA, thousands
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Shift in the manufacturing sector

Payroll Employment: Manufacturing Sector
20000 SA, thousands
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Finally, outlook for the housing market on the upswing

Home Builders Housing Market Index
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Finally, outlook for the housing market on the upswing
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Finally, outlook for the housing market on the upswing

Single-Family Housing Starts & Permits

annual rate, thousands of units
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Finally, outlook for the housing market on the upswing

Supply of Single Family New Homes
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Finally, outlook for the housing market on the upswing

Home Price Indexes

percent change, year/year
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Back to uncertainty ...




Long-term budget outlook remains in focus

Federal Debt Held by the Public

(Percentage of gross domestic product)
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Outlook for Europe challenging

Real GDP Growth

percent change, year/year
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In conclusion

- EXpectations for moderate growth in 2013

. Factors continue to restrain consumer spending & business
hiring/investment

- Housing market recovery has taken hold & set to continue

- Job growth expected to improve & unemployment rate to edge
lower — but conditions to remain relatively weak
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- Regulatory uncertainty — financial sector, health care,
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In conclusion

- EXpectations for moderate growth in 2013

. Factors continue to restrain consumer spending & business
hiring/investment

- Housing market recovery has taken hold & set to continue

- Job growth expected to improve & unemployment rate to edge
lower — but conditions to remain relatively weak

- Uncertainty remains a significant factor
- U.S. fiscal policy — federal deficit & outstanding debt

- Regulatory uncertainty — financial sector, health care,
environmental

- Weaker growth in Europe
- Monetary policy continues to be very accommodative to
promote economic growth and price stability
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The views expressed here are those of the author, and do not necessarily represent
those of the Federal Reserve Bank of Richmond or the Federal Reserve System.
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